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Introduction 
 
Construction 2020 (Hampson and Brandon 2004) outlines a series of visions for securing the long 
term success of the construction industry in Australia. In particular, Vision 2 proposes a future in 
which “the design, construction and operation of facilities truly reflect the present and future needs 
of the project initiator, future owners and tenants, and aspirations of stakeholders…it will develop 
better systems for capturing client requirements (Hampson and Brandon 2004: 14). Understanding 
and meeting the disparate needs of clients and other stakeholders is critical to the success of 
construction projects and for the construction industry overall (Seaden and Manseau 2000).  
 
In Australia, government is a significant client as the level of government-initiated construction 
projects approaches 30-40% of total industry turnover in the commercial building and engineering 
sectors. It is thereby in a position to strongly influence the market due to its procurement policy for 
capital works and its role as regulator of the construction industry (Hampson and Brandon 2004). 
Until recent decades this role of designer, principal and project manager was universally undertaken 
in-house by public works departments, but in some jurisdictions, this function has been devolved to 
other government agencies, some of which have little or no experience in construction (APCC 
2002), and are then reliant on pre-qualified consultants to provide expertise in the procurement of 
built assets. Each jurisdiction in Australia has developed capital works procurement policies that 
regulate the way in which government agencies procure built assets (see Furneaux, Brown, Allan, 
McConville, McFallan, London & Burgess 2006 for an overview); including various approaches to 
the way these agencies engage with the various stakeholders involved in construction projects. 
Capital works procurement policies establish the role that individual government agencies can have 
in the construction process, and, depending on the policy stance adopted, may involve a number of 
additional government agencies in the planning, tendering and delivery of built assets.  
 
This project extends previous research on government procurement of capital works, by explicitly 
exploring the multiple policy outcomes that are leveraged from public works. Such policies include 
‘Buy local’, ‘apprenticeship training’ and ‘Percent for Public Art’. While these policies are 
technically owned and championed by various agencies, due to their incorporation into capital 
works procurement, they are effectively implemented by public works departments (eg Department 
of Housing and Works in Western Australia, and Department of Public Works in Queensland). 
Effectively public works department have additional government agencies, who are not necessarily 
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clients, but who are, none-the-less, stakeholders in the procurement of public works, together with 
the intended beneficiaries of the policies: artists, local communities, and apprentices.  
 
A theoretical framework that appears useful in examining these multiple actors in multi-outcome 
procurement processes is stakeholder theory. This paper outlines this theoretical approach and 
examines its applicability to understanding and elaborating the concept of multi-outcome 
construction procurement. Stakeholder theory is an alternative to agency theory, and one which is 
specifically argued as being capable of elucidating the multiple actors in government capital works 
projects (Newcombe 2003).  Newcombe (2003) has argued strongly that research should focus on 
the multiple stakeholders involved in construction projects, as opposed to other approaches which 
tend to focus on just a singular client, agent or principal.  
 
Stakeholder Theory 
 
Interest in stakeholders has grown considerably since Freeman’s (1984) seminal work Strategic 
Management: A Stakeholder Approach was published. Over 100 articles were published on 
‘stakeholder theory’ by 1995 (Donaldson and Preston 1995, p. 65), with many more published 
since. Increasingly the notion of stakeholder has gained purchase in academic texts, media and 
government publications (Friedman and Miles 2002).  
 
As interest in stakeholder concepts has increased, so too has the number of views on the subject 
(Friedman and Miles 2002). Some attempts at harmonisation of disparate views has been made (eg. 
Stoney and Winstanley 2001), with Jones’ (1995) summary the most widely accepted. Jones (1995) 
argues that stakeholder theory can be divided into three main approaches: descriptive approaches, 
which depict “what happens”, instrumental approaches which outline “what happens if”, and 
normative approaches which suggest “what should happen”. Unfortunately,  fruitful discussion of 
various notions of stakeholder theory have at times been eclipsed by fervent, and sometimes 
personal, exchanges from proponents of the various views (see for example the exchange between 
Freeman 1999; Frooman 1999; Gioia 1999a; Gioia 1999b; Jones and Wicks 1999a; Jones and 
Wicks 1999b; Trevino and Weaver 1999a; Trevino and Weaver 1999b).  
 
While having its’ origins in strategic management, stakeholder theory has been applied to a number 
of fields of enquiry including corporate social responsibility (Clarkson 1995; Hillman and Keim 
2001), education (McDaniel and Miskel 2002), environmental management (Jonker and Foster 
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2002; Starik and Rands 1995), ethics (Agle, Mitchell and Sonnenfeld 1999), health (Lim, Ahn and 
Lee 2005), information technology (de Bussy, Watson, Pitt and Ewing 2000; Pouloudi 1999), 
management (Donaldson and Preston 1995; Greenwood 2001; Ramirez 1998), marketing (de 
Bussy, Ewing and Pitt 2003), public policy (Brugha and Zsuzsa 2000; Martin 2003), research 
management (Bunn, Savage and Holloway 2002; Elias, Cavana and Jackson 2002), water utilities 
(Ogden and Watson 1999), and more recently construction project management (Bourne and 
Walker 2005; Crawford 2000; Elias, Jackson and Cavana 2004; Newcombe 2003). This review will 
focus on the utility of stakeholder theory for examining multiple stakeholders in the implementation 
of public works procurement.   
 
In response, Freeman and McVea (2001) called for future stakeholder research to eschew 
theoretical debate, and instead use stakeholder theory’s insights to examine real world problems:  
 
“the time is right to switch attention to a more pragmatic approach that 
connects a stakeholder approach to management practice” (Freeman and 
McVea 2001, p. 204) .  
 
This research proposal follows this call by using stakeholder theory to examine the multiple 
stakeholders involved in the implementation of capital works projects.   
 
Applying stakeholder theory to construction projects and policies  
 
Construction management, as a field of research, has tended to focus on planning and managing the 
complex array of activities required to deliver a construction project, such as a road or building 
(Morris 1994). Being able to manage construction stakeholders expectations and concerns is a 
crucial skill for managers of construction projects (Vinten 2000), as failure to address these has 
resulted in countless project failures (Bourne and Walker 2005), primarily because construction 
stakeholders tend to have the resources and capability to stop construction projects (Lim et al. 
2005). Successful completion of construction projects is therefore dependant on meeting the 
expectation of stakeholders (Cleland 1995). Stakeholders, include clients, project managers, 
designers, subcontractors, suppliers, funding bodies, users, owners, employees and local 
communities (Newcombe 2003, pp. 842, 847). As a consequence a robust construction management 
literature has developed on how to identify and manage stakeholder interests and relationships. An 
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adaptation of Freeman’s (1984) original conceptualization of stakeholders to public works 
procurement is provided below.  
Figure 1 - Depiction of construction stakeholders (adapted from Freeman 1984) 
 
 
 
 
 
 
 
 
 
 
 
Mitchell, Agle & Wood (1997) argue that a number of factors can affect the importance a certain 
stakeholder has in a particular project:  
 
• Legitimacy - the moral or legal claim a stakeholder has to influence a particular project;  
• Power - their capacity to influence the outcome of a given project; and  
• Urgency - the degree to which their claims are urgent or compelling (Mitchell, Agle and 
Wood 1997).  
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Figure 2 – Typology of stakeholders (Mitchell, Agle and Wood 1997, p. 874) 
 
 
Newcombe (2003, p. 844), argues that effective stakeholder management begins “with the 
identification of key stakeholders… establishing the strategic importance of stakeholder groups then 
helps organisations determine what the nature of their stakeholder management strategies should 
be”. Various authors have attempted to operationalise this imperative through deployment of 
various static grids and matrices which assess the salience of various stakeholders on project 
outcomes based on their power, legitimacy and urgency. 
 
Jonker and Foster (2002, p. 194) provide a version of this by discussing rationality, criticality, and 
power as a way forward by operationalise the categorisation of Mitchell, Agle and Wood (1997).  
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Figure 3 – (Jonker and Foster 2002, p. 194) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Other authors argue that a tri-dimensional grid is difficult to operationalise and suggest that urgency 
and legitimacy can be collapsed into a single dimension of ‘interest’: 
 
Figure 3 - Stakeholder analysis – power interest grid (Eden and Ackermann 1998, p. 122) 
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Harrison and St John (1996) provide a very useful summation of approaches and strategies for 
managing the various stakeholders involved in procuring capital works 
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Figure 4  – (Harrison and St. John 1996) 
 
 
A wide variety of approaches have been advanced which approach managing stakeholder 
relationships as a linear process. The following process has been compiled from a representative 
sample in the literature (Bunn et al. 2002; Cleland 1999; 1995, p. 151; Preble 2005, p. 415). 
1. Identify stakeholder groups 
2. Identify stakeholder legitimacy, interests, urgency, resources and power 
3. Examine the dynamic relationship between stakeholders  
4. Evaluate their likely impact on a project 
5. Identify ways of managing stakeholder expectations and influencing stakeholders 
6. Prioritise stakeholder demands  
7. Develop organizational responses to manage stakeholders 
8. Monitor and control stakeholder engagement strategy  
 
Managing stakeholders in construction projects and policies  
 
There are two main approaches to managing relationships with stakeholders  (Freeman and McVea 
2001) – buffering and bridging. Buffering involves establishing barriers between an organization 
and its stakeholders, in an attempt to limit the effect and influence of stakeholders (Harrison and St. 
Multi-Outcome Construction Policies: Literature Review on Stakeholder Theory  
 
9 
 
John 1996). In contrast bridging seeks to forge a partnership with a stakeholder by establishing 
common ground and action (Elias et al. 2004). Hillman and Keim (2001) argue that the latter 
approach to stakeholder management can build competitive advantage and provide additional 
resources to the firm. These responses have been ably summarised by (Harrison and St. John 1996) 
building on the notions of interest and power:   
Figure 5 – Stakeholder interest and power matrix (Harrison and St John 1996)  
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satisfied 
D 
Stakeholder is a key 
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This approach may be somewhat utilitarian in its approach and more ethically, rather than 
pragmatically, grounded theories of stakeholder management need to be developed (Newcombe 
2003).  
 
Another dimension to managing stakeholder relationships was added by Mendelow (1991), who 
argued that in addition to power and interest, the behavioural predictability of a stakeholder can 
influence the stakeholder management strategy.   
  
Multi-Outcome Construction Policies: Literature Review on Stakeholder Theory  
 
10 
 
Figure 6 - Predictability and Power matrix (Mendelow 1991, cited in Johnson and Scholes 
2002, p. 208) 
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As noted above, stakeholder interests and expectations can be in conflict with each other (Frooman 
1999), and various ways are suggested for managing these competing relationships and interests 
(Jonker and Foster 2002, p. 194). However, in construction projects, the interests of stakeholders 
can vary over the life of a project, as can alliances between stakeholders (Friedman and Miles 
2002). The rationale for these changes include organizational learning, changing values, and 
specific experiences (Elias et al. 2004). External reasons have also been cited as causing changes in 
the objectives of stakeholders, such as a modification of community preferences which in turn 
influences political, environmental and community stakeholders, government policy, and the 
position of other stakeholders (Frooman and Murrell 2005).  
 
An ongoing state of flux in stakeholder interests and alliances in construction projects means that 
static models are inadequate for enabling project managers to manage stakeholder relationships. 
The most appropriate way for firms to manage these changing stakeholder relationships in changing 
environments remains to be developed (Hillman and Keim 2001, p. 136).  
 
The processes by which stakeholder relations are managed and the balancing 
of diverse demands of stakeholder groups is a ripe area for further inquiry. 
Understanding how stakeholder demands may differ and how managers 
prioritize each would be a valuable area of future research (Agle et al. 1999). 
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The literature thus suggests a number of ways of managing stakeholder relationships in construction 
projects. However, these frameworks tend to under estimate the number of government departments 
and agencies involved in the planning, procurement and delivery of a building for government. 
Recent studies have also demonstrated that stakeholder interests can vay over the life of a 
construction project. Additionally, public works authorities are expected to manage the multiple 
outcomes which are embedded in public works projects, together with the expectations, goals and 
values of multiple stakeholders. The area of multi-outcome construction policies is an interesting 
and under researched field.  
Multi-Outcome Construction Policies: Literature Review on Stakeholder Theory  
 
12 
 
References 
 
Agle, R. R., R. K. Mitchell and J. A. Sonnenfeld. 1999. Who matters to CEOs? An investigation of 
stakeholder attributes and salience, corporate performance, and CEO values. Academy of 
Management Journal, 42 (5): 507 - 525. 
APCC (2002) Client Skills: Skills required by Government as the Construction Industry Client. 
Canberra: APCC. Downloaded from http://www.apcc.gov.au/docs/ClientSkillsSep2002.pdf on 10 
February 2006. 
Bourne, L. and D. H. T. Walker. 2005. Visualising and mapping stakeholder influence. 
Management Decision, 43 (5): 649 - 660. 
Brugha, R. and V. Zsuzsa. 2000. Stakeholder analysis: A Review. Health Policy and Planning, 15 
(3): 239 - 246. 
Bunn, M. D., G. T. Savage and B. B. Holloway. 2002. Stakeholder analysis for multi-sector 
innovations. Journal of Business and Industrial Marketing, 17 (2/3): 181 - 203. 
Clarkson, M. B. E. 1995. A Stakeholder Framework for Analyzing and Evaluating Corporate Social 
Performance. Academy of Management Review, 20 (1): 92 - 117. 
Cleland, D. I. 1999. Project management : strategic design and implementation. 3rd ed. New York: 
McGraw-Hill. 
Cleland, D. J. 1995. Project Management Strategic Design and Implementation. Singapore: 
McGraw Hill. 
Crawford, L. 2000. Profiling the competent project manager. In Project management research at 
the turn of the Millenium: Proceedings of PMI Research Conference, 3 - 15. Paris, 21 - 24 June 
2000: Sylva, NC: Project Management Institute. 
de Bussy, N. M., M. T. Ewing and L. F. Pitt. 2003. Stakeholder theory and internal marketing 
communications: a framework for analysing the influence of new media. Journal of Marketing 
Communications, 9: 147 - 161. 
Multi-Outcome Construction Policies: Literature Review on Stakeholder Theory  
 
13 
 
 
de Bussy, N. M., R. T. Watson, L. F. Pitt and M. T. Ewing. 2000. Stakeholder communication 
management on the Internet: An integrated matrix for the identification of opportunities. Journal of 
Communication, 5 (2): 138 - 146. 
Demirag, I. (2004) “Towards Better Governance and Accountability: Exploring the Relationships 
between the Public, Private and the Community” Journal of Corporate Citizenship, 15, pp. 19 – 26. 
Donaldson, T. and L. E. Preston. 1995. The stakeholder theory of the corporation: concepts, 
evidence and implications. Academy of Management Review, 20 (1): 65 - 91. 
Eden, C. and F. Ackermann. 1998. Making Strategy: The journey of strategic management. 
London: Sage Publications. 
Eisenhardt, K.M. (1989). “Agency Theory: As Assessment and Review” Academy of Management 
Review, Vol 14(1), 57 – 74. 
Eisner, M.A., Worsham, J. and Ringquist, E. (1996) “Crossing the organizational void: The limits 
of agency theory in the analysis of regulatory control” Governance: An International Journal of 
Policy    Administration, Vol. 9(4), pp. 407 – 428.  
Elias, A. A., R. Y. Cavana and L. S. Jackson. 2002. Stakeholder analysis for R&D project 
management. R&D Management, 32 (4): 301 - 310. 
Elias, A. A., L. S. Jackson and R. Y. Cavana. 2004. Changing positions and interests of 
stakeholders in environmental conflict: A New Zealand transport infrastructure case. Asia Pacific 
Viewpoint, 45 (1): 87 - 104. 
Freeman, R. E. 1984. Strategic Management: A stakeholder approach. Marshfield, MA: Pitman 
Books. 
Freeman, R. E. 1999. Divergent stakeholder theory. Academy of Management Review, 24 (2): 233 - 
236. 
Freeman, R. E. and J. McVea 2001, 'A Stakeholder approach to strategic management', in Hitt, M. 
A., Freeman, R. E. and Harrison, J. S. (eds), The Blackwell Handbook of Strategic Management, 
Blackwell Business, Oxford, pp. 189 - 207. 
Multi-Outcome Construction Policies: Literature Review on Stakeholder Theory  
 
14 
 
 
Friedman, A. L. and S. Miles. 2002. Developing stakeholder theory. Journal of Management 
Studies, 39 (1): 1-21. 
Frooman, J. 1999. Stakeholder influence strategies. Academy of Management Journal, 24: 191 - 
205. 
Frooman, J. and A. J. Murrell. 2005. Stakeholder Influence Strategies: The roles of structural and 
demographic determinants. Business & Society, 44 (1): 3 - 31. 
Furneaux, C.W., Brown, K.A., Allan, D., McConville, S., McFallan, S., London, K. and Burgess, J. 
(2006) “Client capabilities and capital works procurement policies: A comparative analysis of 
Australian jurisdictions” in Brown, K., K. Hampson and P. Brandon. Clients Driving Construction 
Innovation: Moving Ideas into Practice. Brisbane: Cooperative Research Centre for Construction 
Innovation, Icon.Net Pty Ltd., pp. 62 – 71 
Gioia, D. A. 1999a. Gioia's Reply to Jones and Wicks. Academy of Management Review, 24 (4): 
624 - 625. 
Gioia, D. A. 1999b. Practicability, paradigms, and problems in stakeholder theorizing. Academy of 
Management Review, 24 (2): 228 - 232. 
Greenwood, M. 2001. The Importance of Stakeholders According to Business Leaders. Business 
and Society Review, 106 (1): 29 - 49. 
Hampson, K & Brandon, P. (2004) Construction 2020: A Vision for Australia’s Property and 
Construction Industry, Brisbane: Cooperative Research Centre for Construction Innovation.  
Harrison, J. S. and C. H. St. John. 1996. Managing and partnering with external stakeholders. 
Academy of Management Executive, 10 (2): 46 - 59. 
Hillman, A. J. and G. D. Keim. 2001. Shareholder value, stakeholder management, and social 
issues: What's the bottom line? Strategic Management Journal, 22: 125 - 139. 
Jensen, M.C. (1994). “Self-Interest, Altruism, Incentives & Agency Theory” Journal of Applied 
Corporate Finance Vol. 7(2), pp. 40- 45 
Multi-Outcome Construction Policies: Literature Review on Stakeholder Theory  
 
15 
 
Johnson, G. and K. Scholes. 2002. Exploring Corporate Strategy. 6th Edition ed. Harlow, Essex: 
Prentice Hall: Financial Times. 
Jones, T. M. 1995. Instrumental stakeholder theory: A synthesis of ethics and economics. Academy 
of Management Review, 20 (2): 404 - 437. 
Jones, T. M. and A. C. Wicks. 1999a. Convergent stakeholder theory. Academy of Management 
Review, 24 (2): 206 - 221. 
Jones, T. M. and A. C. Wicks. 1999b. Letter to AMR Regarding "Convergent Stakeholder Theory". 
Academy of Management Review, 24 (4): 621 - 623. 
Jonker, J. and D. Foster. 2002. Stakeholder excellence? Framing the evolution and complexity of a 
stakeholder perspective of the firm. Corporate social responsibility and Environmental 
Management, 9: 187 - 195. 
Lim, G., H. Ahn and H. Lee. 2005. Formulating strategies for stakeholder management: a case 
based reasoning approach. Expert Systems with Applications, 28: 831 - 840. 
Lynn, C. 2000. Profiling the Competent Project Manager. In Project Management Research at the 
Turn of the Millenium, 3 - 15. 21 - 24 June 2000, Paris.: Project Management Institute. 
Manseau, André and Seaden, George (2001) “Analytical Framework” in André Manseau and 
George Seaden (Eds) Innovation in Construction: An International Review of Public Policies. New 
York: Taylor & Francis, pp. 7 – 18.   
Martin, J. 2003, 'Great expectations - but whose? Stakeholder theory  and its implications for ehtical 
behavious in public organisations', in Bishop, P., Connors, C. and Sampford, C. (eds), Management, 
Organisaiton and Ethics in the Public Sector, Ashgate, Aldershot, UK, pp. 43 - 66. 
McDaniel, J. E. and C. G. Miskel. 2002. Stakeholder Salience: Business and Educational Policy. 
Tecahers College Record, 104 (2): 325 - 356. 
McDermott, M. C. and K. C. Chan. 1996. Flexible intelligent relationship management: the 
business success paradigm in a stakeholder society. The Learning Organisation, 3 (3): 5 - 17. 
Multi-Outcome Construction Policies: Literature Review on Stakeholder Theory  
 
16 
 
Mitchell, R. K., R. R. Agle and D. J. Wood. 1997. Toward a theory of stakeholder identification and 
salience: Defining the principle of how and what really counts. Academy of Management Review, 
22 (4): 853 - 886. 
Morris, P. W. G. 1994. The Management of Projects: A New Model. London: Thomas Telford. 
Newcombe, R. 2003. From client to project stakeholders: a stakeholder mapping approach. 
Construction Management and Economics, 21: 841-848. 
Ogden, S. and R. Watson. 1999. Corporate performance and stakeholder management: Balancing 
shareholder and customer interests in the U.K. privatized water industry. Academy of Management 
Journal, 42 (5): 526 - 538. 
Pouloudi, A. 1999. Aspects of the stkeholder concept and their implications for information sysems 
development. In Proceedings of the 32nd Proceedings of the Hawaii International Conference on 
System Sciences, Hawaii: Maui HI. 
Preble, J. F. 2005. Toward a Comprehensive Model of Stakeholder Management. Business and 
Society Review, 110 (4): 407 - 431. 
Quiggin, J. (1996) “Private sector involvement in infrastructure projects” Australian Economic 
Review, 96(1), pp. 51- 64.  
Ramirez, R. 1998, 'Stakeholder analysis and conflict management', in? (ed.). 
Rowley, T. J. 1997. Moving beyond Dyadic Ties: A Network Theory of Stakeholder Influences. 
Academy of Management Review, 22 (4): 887 - 910. 
Starik, M. and G. P. Rands. 1995. Weaving an integrated web: Multilevel and multisystem 
perspectives of ecologically sustainable organizations. Academy of Management Review, 20 (4): 
908 - 935. 
Stoney, C. and D. Winstanley. 2001. Stakeholding: Confusion or utopia? Mapping the conceptual 
terrain. Journal of Management Studies, 38 (5): 603 - 626. 
Trevino, L. K. and G. R. Weaver. 1999a. The stakeholder research tradition: Converging theorists - 
not convergent theory. Academy of Management Review, 24 (2): 222 - 227. 
Multi-Outcome Construction Policies: Literature Review on Stakeholder Theory  
 
17 
 
Trevino, L. K. and G. R. Weaver. 1999b. Trevino and Weaver's Reply to Jones and Wicks. 
Academy of Management Review, 24 (4): 623 - 624. 
Vinten, G. 2000. The stakeholder manager. Management Decision, 28 (6): 377 - 383. 
  
 
